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Generation-Skipping
Transfer Tax

A proposal to modify the generation-skipping transfer (GST) tax, which the
AICPA developed with the American Bar Association, the American Bankers
Association and the American College of Trust and Estate Counsel, was
included in the GOP’s 1999 vetoed tax cut package. Our GST tax proposal has
since been added to the House bill to increase the minimum wage. The House
is expected to take up the minimum wage bill again in 2000. We will continue
to push Congress to adopt our GST tax proposal.

Workplace Retirement
Planning

The AICPA, the Consumer Federation of America, and various other
organizations representing financial planners developed a provision that would
preclude the value of employer-provided retirement planning assistance from
being a taxable fringe benefit to an employee. The provision is in
comprehensive pension reform legislation introduced in the House and Senate
(H.R. 1102 and S. 741) and was in the GOP tax cut bill that was vetoed by
President Clinton. Similar language is in the House and Senate bipartisan
legislation to increase the minimum wage. We advocate enactment of our
proposal.

M arriage Penalty

Congress attempted to alleviate the marriage penalty when it passed the 1999
Republican tax cut bill, which President Clinton subsequently vetoed.
Support for easing the marriage penalty remains strong in Congress and such
provisions could be included in any new tax cut bill drafted in 2000. The
AICPA believes that the marriage penalty should be reduced or eliminated
because it is inequitable and has recommended ways for Congress to add
simplicity and equity.

Tax Simplification

Continuing its long-time campaign to simplify the tax code, the AICPA has
joined forces with the Tax Section of the American Bar Association and the
Tax Executives Institute to develop a comprehensive package of tax
simplification recommendations for delivery to Congress in early 2000.

Financial Reporting
Standards-Setting
Process

The Senate Banking Committee did not act in 1999 on the call by several
senators to examine the Financial Accounting Standard Board’s (FASB) project
to eliminate “pooling of interests,” an accounting method that has fueled many
business mergers, as well as accounting for stock options and a project FASB
has postponed indefinitely that would examine the treatment of research and
development costs. FASB has scheduled two field hearings on pooling of
interests in February 2000, and hearings in response to the senators’ request are
likely in 2000. The AICPA is unalterably opposed to having accounting
standards set by the government and will continue to fight to have them set in
the private sector.
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AICPA Position:

Consumer Protection—Consumer protection is central to the debate on many
e-commerce issues. Lawmakers and regulators continue to seek a simple
process that can be used to resolve disputes that arise when goods are
purchased on the Internet. At a June 1999 FTC workshop on consumer
protection, the AICPA cited CPA Web TrustSMas an example of a privatesector initiative to provide cyberspace consumers with adequate protection.
President Clinton told Americans in his November 28, 1999, radio address
that they should look for CPA WebTrust seals on Web sites as an indication
that the site offers safe and secure Internet shopping.

The AICPA rolled out an initiative in 1998 that makes the Internet a safer place
to shop. CPA Web TrustSMis uniquely designed to provide consumer protection
on the Internet through private sector controls that are examined and reported
upon by a specially licensed CPA firm. CPA Web TrustSMrequires online
businesses to fully disclose their business practices (including privacy), thereby
giving consumers significant information on which to base their purchasing
decisions. WebTrust also requires that an online business have in place internal
control systems that assure consumers that goods or services purchased online will
be delivered and billed properly, as well as a system that covers such diverse issues
as encryption of data, virus protection and physical safeguarding of private
information. Web site businesses that meet AICPA-defined criteria for standard
business practices and controls are issued a CPA Web TrustSMseal of assurance.
They must be re-certified periodically.
Another AICPA service now being offered by CPA firms is CPA SysTrust.
CPAs who will offer the CPA SysTrust service will provide assurance that a
system (which is defined as an organized collection of infrastructure, people,
procedures and data) has been tested and found to be reliable after being measured
against four key principles: availability, security, integrity, and maintainability.
Today, systems run businesses, produce products and services, and deal with
customers and business partners. A reliable system is defined as a system that
operates without material error, fault or failure during a specified time in a
specified environment. An unreliable system can cause a chain of events with
negative consequences for a company and its customers, suppliers and business
partners. CPA SysTrust will help supply a variety of users—from shareholders
to bankers—with real-time assurance on informational databases and systems.
CPA Web TrustSMand CPA SysTrust are part of a global effort by the accounting
profession to bring effective private-sector solutions to e-commerce. WebTrust
is now being offered in the United States, Canada, Puerto Rico, England, Ireland,
Scotland, Wales and Australia. Negotiations are also underway with other
European and Asian countries to offer the service.

Jurisdiction:

House Commerce. Senate Commerce.

AICPA Staff Contacts:

Alan W. Anderson - Senior Vice-President, Technical Standards 212/596-6144
J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
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U.S. and European negotiators are expected to complete an agreement in 2000,
but U.S. negotiators are still seeking assurance that U.S. laws, including the
new banking law, will be considered “adequate” under the European Union’s
financial privacy laws.
The domestic challenge facing U.S. regulators is to develop by May 12, 2000,
regulations implementing the privacy language in the Financial Modernization
Act. Among the many difficult tasks regulators have to achieve is a definition
for the terms “financial information” and “financial institution” and which, if
any, entities are exempt.
AICPA Position:

The AICPA will closely monitor regulators’ proposed rules to implement the
Financial Modernization Act so that the language we negotiated with Congress
to give CPAs access to the financial information they need to perform financial
audits and offer a full range of services to financial institution clients is
protected.
The AICPA also believes that private-sector initiatives such as the Institute’s
CPA Web TrustSMand CPA SysTrust (see page 4) help ensure the privacy rights
of consumers.

Jurisdiction:

House Commerce. House Judiciary. Senate Commerce. Senate Judiciary.

AICPA Staff Contacts:

J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
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In its testimony at the November 10, 1999, House Ways and Means Committee
hearing, the AICPA detailed proposals it supports that could be used to curb
abuses of business tax shelters:
•

Use of de minimis rules to exempt smaller transactions, to protect small
businesses from having to do uneconomic transactional analysis on normal
business acquisitions to assure the government that they are not subject to
what likely would be complex rules in highly technical areas.

•

A more effective disclosure regime, both in advance and with return filings;

•

Higher penalties on reportable transactions that are not disclosed;

•

A penalty regime that provides incentives for disclosure;

•

The use of objective indicators to identify transactions the government
wants to scrutinize;

•

Evidence of due diligence by corporate officials in signing the return
disclosure statement;

•

Higher standards for opinion letters that apply to all tax shelter opinions;
and

•

Effective penalties on third parties that are not currently subject to the IRS
Circular 230 rules under which attorneys, CPAs and enrolled agents
practice before the IRS.

The AICPA opposes H.R. 2255 on the grounds that it is overly broad and
vague. The Institute, in a joint letter to lawmakers with nine other organiza
tions, said that the bill “while advertised as stopping abuses, could abuse
taxpayers by impeding legitimate business activity with its overreaching
provisions.” The letter also charged that passage of H.R. 2255 would result in
a “$10 billion back-door tax hike on the business community.”
Jurisdiction:

House Ways and Means. Senate Finance.

AICPA Staff Contacts:

Gerald W. Padwe - Vice President, Taxation 202/434-9226
J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
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Some of the provisions from the vetoed GOP tax cut package have been rolled
into legislation to increase the minimum wage on which Congress is expected
to continue working when it reconvenes in January 2000. Our GST tax and
workplace retirement planning proposals are among those provisions.
Congressional GOP leaders are likely to try again to pass a tax cut bill in 2000,
although they know it too could face a veto, and some elements of the vetoed
H.R. 2488 will probably be resurrected for inclusion. Among them are
provisions to alleviate the marriage penalty and estate tax and language to
accelerate to 100% the tax deduction for the cost of health insurance for the
self-employed.
AICPA Position:

The AICPA leaves to Congress and the President the policy decision about
whether a tax cut should be enacted, However, the Institute strongly
advocates the need for simplification of the tax code and supports proposals
that would reduce complexity. Our GST tax proposal is an example of how
current complexity could be reduced. We will continue to push lawmakers to
add it to any tax bills Congress considers in 2000.

Jurisdiction:

House Ways and Means. Senate Finance.

AICPA Staff Contacts:

Gerald W. Padwe - Vice President, Taxation 202/434-9226
Edward S. Karl - Director, Taxation 202/434-9228
J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
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Jurisdiction:

House Ways and Means. Senate Finance.

AICPA Staff Contacts:

Gerald W. Padwe - Vice President, Taxation 202/434-9226
Eileen Sherr - Technical Manager, Tax Division 202/434-9256
J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
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The provision is in comprehensive pension reform legislation introduced in the
House and Senate (H.R. 1102 and S. 741) and was in the GOP tax cut bill that
was vetoed by President Clinton. Similar language is in the House and Senate
bipartisan legislation to increase the minimum wage. Congress did not have
time to finish the minimum wage bill before it adjourned in 1999, but Speaker
of the House J. Dennis Hastert (R-IL) has pledged that the minimum wage bill
will be considered early in 2000.
AICPA Position:

The AICPA advocates enactment of the language in H.R. 1102 and S. 741 that
would allow employers to offer retirement-planning services to their
employees without the cost of those services being taxable to the employee.
We will continue to push Congress to make this change.

Jurisdiction:

House Ways and Means. Senate Finance.

AICPA Staff Contacts:

Gerald W. Padwe - Vice President, Taxation 202/434-9226
J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
Peter Kravitz - Director, Congressional and Political Affairs 202/434-9218
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Jurisdiction:

House Ways and Means. Senate Finance.

AICPA Staff Contacts:

Gerald W. Padwe - Vice President, Taxation 202/434-9226
Eileen Sherr - Technical Manager, Taxation 202/434-9256
J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
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Last Congress, knowing that simplification was a major focus of the work of
the National Commission on Restructuring the Internal Revenue Service and
perceiving a receptive mood in Congress for simplification, the AICPA seized
the opportunity to advance its campaign for tax simplification. As a result,
many of the simplification recommendations that the IRS Restructuring
Commission included in its June 1997 report were based on a package of
AICPA recommendations.
The Institute’s tax simplification recommendations about how the Internal
Revenue Code could be simplified span issues affecting individuals, small
businesses, employee benefits, trusts, estates and gifts, corporations and
shareholders, financial services and products, and international taxation.
The AICPA used its Complexity Index in developing the tax simplification
package. The Institute updated and reissued the Index in 1997. The Index is
designed to enable lawmakers and others to measure the degree of relative
complexity—and, therefore, the potential for taxpayer confusion—contained in
any tax proposal under consideration.
TheAICPAbelievesthat it isessential tosimplifythetaxcodeinorder to
preserve our voluntary compliance tax system. As a consequence, the AICPA
has supported all the Congressional tax simplification efforts attempted during
the 1990s and has offered Congress additional specific recommendations.
During 1989 and 1990, the AICPA identified areas in existing tax law in need
of simplification and worked with Congress and the Treasury to implement
simplification proposals. In 1993, the AICPA submitted a proposal to
Congress and the Treasury Department to significantly reform the alternative
minimum tax. When the AICPA weighed in to the debate in 1995 on the tax
provisions in the GOP’s Contract with America, it emphasized the need for
simplicity. The Institute also testified before Congress about how President
Clinton’s 1997 tax proposals could be simplified.
More recently, the AICPA’s 1999 testimony before the House Ways and
Means and Senate Finance Committees charged that the President’s fiscal year
2000 budget proposals would buy taxpayers more complexity.
Jurisdiction:

House Ways and Means. Senate Finance.

AICPA Staff Contacts:

Gerald W. Padwe - Vice President, Taxation 202/434-9226
Carol B. Ferguson - Technical Manager, Taxation 202/434-9243
J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
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Individual consumption tax, which is a consumption-based income tax
system under which taxes are collected from individuals rather than
businesses. Savings and investment are exempt from taxation under an
individual consumption tax.

A consumption tax could be imposed on top of existing taxes or as a substitute
for part or all of other taxes (payroll, corporate, or individual).
Recent Action:

An overhaul of the tax system is being debated by the 2000 Presidential
candidates and is still an item on the Congressional agenda.

AICPA Position:

The CPA profession does not support the status quo for the nation’s current
tax system; clearly it is too complex.
The AICPA’s 1996 study of flat taxes and consumption taxes emphasized the
significant results (many unintended) that could occur if reform is not
undertaken in a deliberate and thoughtful manner. Neither an AICPA
endorsement of any particular proposal, nor a policy statement by the CPA
profession favoring one alternative over another, the study was published by
John Wiley & Sons. Entitled Changing America’s Tax System: A Guide to the
Debate, it was designed to help financial professionals begin to understand how
an overhaul of the U.S. income tax system could affect the economic lives,
businesses, and personal finances of Americans. A consumer version,
America’s Tax Revolution: How It Will Affect You, was also published by Wiley
to provide all Americans with a personal perspective on the debate.

Jurisdiction:

House Ways and Means. Senate Finance.

AICPA Staff Contacts:

Gerald W. Padwe - Vice President, Taxation 202/434-9226
Carol B. Ferguson - Technical Manager, Taxation 202/434-9243
J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
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be the sum of the value of each of the whole merging entities instead of the
value of each of the measurable parts of each of the merging entities. This
treatment allows the resulting entity to ignore the difference in value between
the sum of the measurable part of the merger partner and the sum of the market
value of the merging partner as going concerns. (Most observers readily admit
that a going concern has intangibles that result in value over and above the sum
of its measurable parts.)
Over the years, the practice was incorporated into the accounting literature and
began to be used by corporations when engaged in merger/acquisition activities
with other corporations that were not closely affiliated. This treatment allows
the corporation to ignore the fact that most organizations are worth more than
the sum of their individual parts. In pooling of interests accounting, there is no
“goodwill” recognized that would otherwise exist under “purchased” accounting
treatment that must be amortized over a period of years. The amortization of
“goodwill” in purchased accounting results in an annual charge against income
of the corporation, which reduces earnings that tend to reduce the market
valuation of the corporation’s stock.
Stock Options—In the past decade or so, corporate compensation packages for
employees, both those in the executive suite and those in the lower rank and
file, have been tied to the performance of the corporations’ stock rather than to
the performance of the corporations’ earnings record. This has created pressure
on management to employ as many techniques as possible to drive the market
valuation of its publicly traded securities to ever-higher levels. In repricing
stock options, the FASB is proposing that corporations stand behind their
original agreements with employees in situations where market valuation of its
publicly traded securities has not met expectations.
Recent Action:

In 1999, the private sector’s role in setting accounting standards came under fire.
Several senators called for hearings to examine FASB’s project to eliminate
pooling of interests, an accounting method that has fueled many business
mergers, as well as accounting for stock options and a project FASB has
postponed indefinitely that would examine the treatment of research and
development costs. The Senate Banking Committee did not hold hearings in
1999, but hearings in response to the senators’ request are likely in 2000. FASB
has scheduled two field hearings on pooling of interests in February 2000.

AICPA Position:

The AICPA believes accounting standards should be set by the private sector
and is unalterably opposed to having them set by the government. Even though
the SEC has the statutory authority to set accounting standards, the SEC agrees
with the accounting profession that accounting standards are best set by the
private sector.

Jurisdiction:

House Banking. House Commerce. Senate Banking.

AICPA Staff Contacts:

J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
106th C o n g re ss W in te r /S p r in g 2 0 0 0

AICPA Position:

The AICPA, having been an advocate of DOL’s position on full-scope audits
since 1978, continues to push for Congress to repeal limited-scope audits. We
heartily support the DOL’s proposal.
The AICPA and DOL jointly produced a video in 1999 in a collaborative
effort to continue improvement of ERISA audits. The video was distributed to
CPA firms and state CPA societies.

Jurisdiction:

House Education and the Workforce. Senate Health, Education, Labor and
Pensions.

AICPA Staff Contacts:

J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
Wendy Frederick - Technical Manager, Professional Standards and Services
202/434-9211
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by law to be furnished to employees annually by most pension plans and
does not now contain this information.
The AICPA followed up its 1993 effort by issuing an educational brochure for
defined contribution plan participants. Entitled Saving for a Secure Retirement:
How to Use Your Company’s 401(k) Plan, the brochure is designed as a guide for
Americans whose employers offer these plans. The brochure offers step-bystep instructions for workers to calculate how much they need to save today to
ensure a comfortable and secure retirement.
At the end of 1994, Congress passed the GATT world trade pact; it included a
variety of pension law changes, which helped fund the cost of the trade bill.
Among them are disclosure requirements recommended in 1993 by the AICPA
that have expanded the information available to workers and retirees about the
funding of their plans and the limits of the PBGC’s guarantee. Unfortunately,
this law only requires such disclosure to participants in underfunded defined
benefit plans that are insured by the PBGC. Sponsors of fully-funded plans do
not have to comply. Nor do plan sponsors whose plans are not covered by the
PBGC.
In 1997, the Savings Are Vital to Everyone’s Retirement Act became law. The
purpose of the Act was to increase retirement savings by launching a public
education campaign.
Recent Action:

Pension reform measures were introduced in Congress in 1999, but the only
provisions that were passed were in H.R. 2488, the Republican tax cut package
that President Clinton vetoed (see page 9). None of the provisions acted on by
Congress would have provided substantially more information to workers
about their pensions, as advocated by the AICPA.

AICPA Position:

The AICPA is persisting in its campaign to educate workers about their
pensions and was represented at the 1998 White House retirement savings
summit mandated by the Savings Are Vital to Everyone’s Retirement Act.
The Institute also continues to support broader adoption of its 1993
recommendations by the federal government either through regulation or
legislation.

Jurisdiction:

House Education and the Workforce. Senate Health, Education, Labor and
Pensions.

AICPA Staff Contacts:

J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
Ian A. MacKay - Director, Professional Standards and Services 202/434-9253
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Recent Action:

In 1999, several bills were introduced to restructure the Social Security System.
However, substantive Congressional action was restricted to Republican
“lockbox” proposals to prevent Social Security Trust Fund surpluses from
being used to finance other government programs or tax cuts. The focus of the
introduced bills is to increase the rate of return of Social Security assets,
because this seems to be the least politically painful option. Generally, the bills
aim to increase the rate of return either by allowing the trust fund to invest in
equities, which would involve only minor restructuring, or by “privatizing”
the Social Security system by mandating the creation for covered workers of
individual accounts that could invest in equities. President Clinton’s revised
Social Security plan was delivered to Congress on October 26, 1999, without
the provision to mandate the federal government to invest a portion of the
Social Security Trust Fund’s assets in the stock market. Prospects are dim for
Congressional action on structural reform of the system in 2000.

AICPA Position:

The AICPA released a comprehensive, non-partisan analysis of the major
options to reform Social Security in December 1998. Entitled Understanding
Social Security: The Issues and Alternatives, the study is designed to help all
interested Americans begin to understand how Social Security reform will
affect the economy, as well as the finances of their parents, themselves, and
their children. The study is based on an extensive two-year review of literature
and economic data on the Social Security system.
Some of the facts highlighted in the study include:
•

Social Security keeps the majority of Americans over 65 out of poverty; in
fact, for 40% of America’s elderly, Social Security accounts for more than
75% of total income at retirement;

•

About 90% of current retirees receive only $750 per month, on average,
from Social Security.

•

Serious pockets of poverty still exist for the elderly, and therefore there is a
corresponding reliance on Social Security income. Older women are twice
as likely as men to be in poverty. And, for both African-Americans and
Hispanic Americans, the elderly poverty rates hover at approximately
25%—about two and a half times larger than that for white Americans.

The study does not identify a “right” solution; instead, it gives lawmakers and
the public an unbiased tool to develop a clear understanding of the facts and
issues surrounding reform. We do believe that Congress needs to act now,
rather than later, to choose a solution and plan for a reasonable transition.
The longer we delay, the more difficult and painful the solution becomes.
Jurisdiction:

House Ways and Means. Senate Finance.

AICPA Staff Contacts:

Gerald W. Padwe - Vice President, Taxation 202/434-9226
J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
Carol B. Ferguson - Technical Manager, Taxation 202/434-9243
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Recent Action:

It is unlikely that comp time legislation will be considered in 2000. Republican
leaders in the House could again pass a similar bill, but this would most likely
fail in the Senate because bipartisan support is needed. In order to be
successful, a new approach will have to be developed that addresses labor’s
concerns.

AICPA Position:

The AICPA supported the comp time legislation during the past two
Congresses, even though it was primarily aimed at hourly “nonexempt”
workers. (CPAs are generally classified under DOL rules as “exempt”
professionals.) The AICPA strongly endorsed last Congress’s Senate bill
because it addressed the partial-day leave problem for professionals. The
broader changes supported by the AICPA and others were not included in the
bills considered by the past two Congresses because Congressional leaders
thought, incorrectly, that limiting the bills’ scope would help ensure their
passage. However, the AICPA and a wide cross-section of companies,
professional groups, and associations continue to seek alternative ways to
update the FLSA so that it helps further the goal of workplace flexibility for
both employees and employers.

Jurisdiction:

House Education and the Workforce. Senate Health, Education, Labor and
Pensions.

AICPA Staff Contacts:

J. Thomas Higginbotham - Vice President, Congressional and Political Affairs
202/434-9205
Lisa M. Dinackus - Manager, Congressional and Political Affairs
202/434-9276
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Notes

106th C o n g re ss W in te r /S p r in g 2 0 0 0

32

AICPA Profile
History:

The American Institute of Certified Public Accountants (AICPA) was founded
in 1887. Its creation marked the emergence of accountancy as a profession,
distinguished by its rigorous educational requirements, high professional
standards, strict code of professional ethics, licensing status, and commitment
to serving the public interest.
The AICPA is the national professional association for all certified public
accountants in the United States. Members are CPAs from every state and
territory of the United States and the District of Columbia. Currently, there
are more than 330,000 members. Approximately 40 percent of those members
are in public practice, and the other 60 percent include members working in
industry, education, government, and other categories.

Mission and
Objectives:

The mission of the AICPA is to provide members with the resources,
information, and leadership that enable them to provide valuable services in
the highest professional manner to benefit the public as well as employers and
clients. In fulfilling its mission, the AICPA works with state CPA
organizations and gives priority to those areas where public reliance on CPA
skills is most significant. The AICPA engages in the following activities to
achieve its mission:
•

Advocacy—Serves as the national representative of CPAs before
governments, regulatory bodies and other organizations in protecting and
promoting members’ interests.

•

Certification and Licensing—Seeks the highest possible level of uniform
certification and licensing standards and promotes and protects the CPA
designation.

•

Communications—Promotes public awareness and confidence in the
integrity, objectivity, competence and professionalism of CPAs and
monitors the needs and views of CPAs.

•

Recruiting and Education—Encourages highly qualified individuals to
become CPAs and supports the development of outstanding academic
programs.

•

Standards and Performance—Establishes professional standards; assists
members in continually improving their professional conduct,
performance, and expertise; and monitors such performance to enforce
current standards and requirements.

Visitourwebsiteatwww.aicpa.org

